Journal of Accountancy
Volume 35

Issue 4

Article 7

4-1923

Students’ Department
H. A. Finney

Follow this and additional works at: https://egrove.olemiss.edu/jofa
Part of the Accounting Commons

Recommended Citation
Finney, H. A. (1923) "Students’ Department," Journal of Accountancy: Vol. 35: Iss. 4, Article 7.
Available at: https://egrove.olemiss.edu/jofa/vol35/iss4/7

This Article is brought to you for free and open access by the Archival Digital Accounting Collection at eGrove. It
has been accepted for inclusion in Journal of Accountancy by an authorized editor of eGrove. For more information,
please contact egrove@olemiss.edu.

Students’ Department
Edited by H. A. Finney
[Note—The fact that these answers appear in The Journal of
Accountancy should not lead the reader to assume that they are the
official answers of the American Institute of Accountants. They merely
represent the personal opinion of the author.]

AMERICAN INSTITUTE OF ACCOUNTANTS
Examination in Commercial Law
November 17, 1922, 9 A. M. to 12.30 P. M.
Answered by John C. Teevan*
NEGOTIABLE INSTRUMENTS

Answer three of the following four questions:
No. 1 (10 points) :
Is the following a negotiable instrument?
“New York, June 1, 1921.
I hereby certify that James K. Sloane has deposited with me
Five Hundred Dollars which I promise to pay to his order on demand
with interest from date on the return to me of this instrument and of
my guarantee for the note for Five Hundred Dollars dated June 1,
1921, made by said James K. Sloane to Thomas J. Smith.
(Signed) Edward F. Wilson.”
Answer:
This is not a negotiable instrument. Section 1 of the negotiable instru
ments law provides that an instrument, to be negotiable, must contain,
among other things, an unconditional promise or order to pay a certain
sum in money. In other words, the promise or order must be to pay at all
events, absolutely and unconditionally. The promise contained in the
instrument in question is conditioned on the return to the maker of a
certain document (the maker’s guarantee in another transaction), which
renders the instrument non-negotiable.
The fact that interest is provided for, but no rate specified, does not
in itself render the instrument non-negotiable. Section 2 of the act pro
vides that “the sum payable is a sum certain * * * although it is to be
paid with interest.” In the absence of a stipulated rate the legal rate of
interest applies.
No. 2 (10 points) :
How would you protect yourself against the danger involved in the
loss of a negotiable instrument endorsed in blank received by you in due
course of business?
Answer:
By converting the blank endorsement into a special endorsement. The
holder may do this by placing his name above the blank endorsement.
Assume that the instrument was endorsed in blank by John Doe and is
held by Richard Roe. The latter then writes above the name John Doe,
“Pay to the order of Richard Roe,” or words to that effect. The endorse
ment is then special and before the paper can be further negotiated, it
must be endorsed by Richard Roe.
*Instructor in business law. Northwestern University school of commerce, and
member of the Chicago bar.
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No. 3 (10 points) :
What is a “notice of dishonor” and what is its purpose?
Answer:
Dishonor is the failure of the maker or acceptor upon demand properly
made to pay the instrument when due or the failure of the drawee in a
bill of exchange to accept, where acceptance is necessary. The paper is
then said to be dishonored by non-payment or non-acceptance as the case
may be. Notice of dishonor consists in the notification of the parties
secondarily liable (drawer and endorsers) of the fact that payment or
acceptance has been refused. The purpose of such notice is to enable the
holder to look to the party or parties secondarily liable for payment. Such
notice must be given by the holder or his agent or by anyone who might
be compelled to pay the instrument and within the time (24 hours) and
at the place provided in the act. If the instrument is a foreign bill of
exchange and is dishonored, it must be formally protested and notice
then given as above indicated. Notice of dishonor is excused under certain
conditions or may be waived. See sections 89 to 118 and 152 to 160 of the
negotiable instruments law.
No. 4 (10 points) :
What is an “accommodation party” to a negotiable instrument and
what is his liability?
Answer:
An accommodation party is one who becomes a maker, drawer,
acceptor of or endorser on a negotiable instrument for the purpose of
lending his credit to another to enable that other, the accommodated party,
to raise funds or secure other advantage by the negotiation of the instru
ment. No consideration passes between the accommodation party and the
party accommodated. The liability of the accommodation party is the
same as that of any other party primarily or secondarily liable to any
holder, even though such holder knows that he is an accommodation party.
He is not liable, however, to the party accommodated because of want of
consideration.
CONTRACTS

Answer two of the following three questions:
No. 5 (10 points) :
A leased to B a wooden structure in the city of Rochester, New York,
for a period of ten years. The lease contained an agreement on the part
of A that in case the structure burned during the term of the lease, A
would rebuild it for B’s occupancy with all possible diligence. After about
three years the building was destroyed by fire. Meanwhile the city, by an
ordinance, had extended its fire limits so as to embrace the property in
question, the erection of wooden buildings being prohibited. B sued A
for his failure and refusal to rebuild the structure. Could he recover?
Answer:
B cannot recover. This lease was a contract between the parties and
was subject to all the requirements of a valid contract. One of these is
that the obligation to be performed must be lawful. That is, the subject
matter must not contravene any rule of common or statutory law nor be
opposed to public policy. The ordinance in question, which the city had
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full authority to pass under its police power, prohibited the erection of
wooden buildings. At the time of the destruction of the building leased
by A to B, it was therefore legally impossible for A to comply with his
agreement to rebuild. The fact that the agreement was lawful when
entered into is immaterial.

No. 6 (10 points) :
What general rule of contract law is embraced in the term “caveat
emptor” ?
Answer:
The rule of caveat emptor is confined largely to sales of personal
property, and imposes certain obligations on the purchaser, where the
purchaser and seller are dealing at arm’s length, that is, where there is
no relationship between the parties of trust and confidence. The words
mean “Let the buyer beware.” The buyer must see to it that he exer
cises caution and diligence in examining the subject matter of the sale.
If, having the opportunity to make such examination, he fails to avail
himself of it or is careless in his inspection, the purchaser cannot complain
if later he discovers any defects. The rule does not apply, however, where
the defects are such as not to be discoverable by the exercise of ordinary
diligence or where the seller has acted fraudulently in concealing the
defects or remained silent when he was under a duty to speak, as when
he knows of a defect not ascertainable by ordinary diligence and
precaution.

No. 7 (10 points) :
Under the uniform sales act, what are the remedies of the seller
when the buyer refuses to accept the goods contracted to be sold?
Answer:
(1) The right to sue the buyer for damages for non-acceptance. The
measure of damages is the estimated loss directly and naturally resulting
in the ordinary course of events from the buyer’s breach of contract and
usually consists in the difference between the market price and the contract
price of the goods. Section 64, (1), (2), (3).
(2) If the circumstances are such that the goods cannot be readily
resold for a reasonable price and the buyer refuses to receive them, the
seller may notify the buyer that he thereafter holds the goods as bailee
for the buyer. The seller may then treat the goods as the buyer’s and
maintain an action against the buyer for the price. Section 63, (3).
PARTNERSHIP

Answer one of the following two questions:
No. 8 (10 points) :
A and B were partners in the hardware business. B, because of
illness, was prevented from attending business for a period of several
months, thereby throwing the burden of conducting the affairs of the
copartnership entirely upon A. After B’s recovery A demanded compen
station at the rate of $40.00 a week for the extra work which he was
compelled to do. Upon B’s refusal to comply with the demand the part
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nership was ended and A sought to recover the amount demanded by suit.
Could he succeed?
Answer:
A cannot recover. The sickness and resulting inability of a partner
to perform his share of the partnership duties is a risk incidental to the
partnership relation and is assumed by all partners in the absence of an
agreement covering that contingency. Where the burden of additional
work is thrown on one partner by the wilful neglect of his copartner, a
different question arises and the courts will allow reasonable compensa
tion to the partner who performed the additional work. B’s failure to
perform his partnership duties in the case in question was not due to
wilful neglect, but to illness. This was a risk assumed by A on entering
into partnership with B, and, not having stipulated against such risk in
the articles of partnership, he cannot now complain.
No. 9 (10 points) :
Smith, Howe & Rogers were partners engaged in the drygoods busi
ness. Smith and Rogers advocated the establishment in their store of a
department for the sale of groceries and similar articles. Howe opposed
the plan. Could Smith and Rogers overrule Howe’s objection and, as the
majority partners, proceed with their plan?
Answer:
This question involves the right of a majority to govern in the case
of dispute among copartners (in the absence of a prior agreement between
them), and is covered by section 18 (H) of the uniform partnership act
as follows:
“Any difference arising as to ordinary matters connected with the
partnership business may be decided by a majority of the partners;
but no act in controversion of any agreement between the partners
may be done rightfully without the consent of all the partners.”
Under this rule, which is simply a codification of the common-law
rule, the majority governs in all matters having to do with the ordinary
routine of the business. Where, however, some basic change from the
partnership agreement is proposed, as the removal of the business from
one city to another, the admission of a new partner or a change in the
nature of the business, the consent of all the partners must be had, in the
absence of any agreement to the contrary. Hence, Smith and Rogers
have no right to proceed with their plan to establish the proposed new
department over Howe’s objection.
CORPORATIONS

Answer both the following questions:
No. 10 (10 points) :
The A B Corporation in the year 1921 made net profits of $50,000,
or sufficient for a dividend of five per cent. on its stock. No dividend
was declared, however, and K, a stockholder, sued the corporation for a
sum equivalent to five per cent. on the stock held by him. Can he recover?
Answer:
X cannot recover. The declaration of dividends is vested solely in
the board of directors, who have a large discretionary power in this regard.
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Ordinarily the courts will not interfere with the directors’ actions con
cerning dividends, provided the directors have acted honestly and for
what they conceive to be the best interests of the corporation and the
stockholders. The mere fact of the existence of profits or surplus will
not of itself warrant the intervention of the courts. If, however, the
directors are acting fraudulently in failing to declare dividends year after
year and an undue surplus is accumulating, the stockholders can secure
relief in a court of equity and force the declaration of a dividend.
Irrespective, however, of the foregoing, X could not recover in this
suit. Dividends are not due nor payable until declared; hence a stock
holder cannot sue the corporation until after a dividend has been declared.
If, in the present case, the directors have acted fraudulently or in bad
faith in failing to declare a dividend, X’s remedy, as above indicated, is
to file a bill in a court of equity, whereupon the court, upon a proper
showing, will enter a decree providing for the declaration of a dividend
by the directors. Upon such declaration, but not before, X is entitled to
a dividend, and on the failure of the corporation to pay it he may then
bring suit for its recovery.

No. 11 (10 points) :
How are shares of stock of a corporation transferred?
Answer:
In the matter of transfer of shares of stock of a corporation, the
uniform stock transfer act (now in force in fourteen states, including
New York, Illinois, Pennsylvania and Ohio) provides in section 1, as
follows:
“Title to a certificate and to the shares represented thereby can be
transferred only,
“(a) By delivery of the certificate endorsed either in blank or to
a specified person by the person appearing by the certificate to be the
owner of the shares represented thereby, or
“(b) By delivery of the certificate and a separate document con
taining a written assignment of the certificate or a power of attorney
to sell, assign or transfer the same or the shares represented thereby,
signed by the person appearing by the certificate to be the owner of
the shares represented thereby. Such assignment or power of attorney
may be either in blank or to a specified person.
“The provisions of this section shall be applicable although the
charter or articles of incorporation or code of regulations or by-laws of
the corporation issuing the certificate and the certificate itself provide that
the shares represented thereby shall be transferable only on the books of
the corporation or shall be registered by a registrar or transferred by a
transfer agent.”
BANKRUPTCY

Answer one of the following two questions:
No. 12 (10 points) :
What is the object of the bankruptcy law?
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Answer:

The object of the bankruptcy act is two-fold. Primarily its purpose
is to secure a pro rata and speedy distribution of the estate of a bankrupt
among his creditors. Furthermore, it benefits the bankrupt himself in
that it provides that he may, upon surrendering all his assets and com
plying with the other provisions of the act, secure a discharge whereby
he is freed from all former debts of an ordinary mercantile nature. He
is then enabled to commence his economic or business life free from lia
bilities which would otherwise prevent him from again establishing himself
in business.

No. 13 (10 points) :
What is a “composition” in bankruptcy?
Answer:
A composition in bankruptcy is an agreement and settlement made
between the bankrupt and his creditors in the early stages of the bank
ruptcy proceedings:
Its purpose is to bring about a quick distribution of the assets and to
avoid the expense and delay of further bankruptcy proceedings. Either
before or after adjudication of bankruptcy, but not before he has been
examined in open court or at a creditors’ meeting and filed a schedule
of his property and listed his creditors, the bankrupt may offer to his
creditors terms of composition, that is, the basis or percentage on which
he proposes to settle with them. Before the offer of composition will be
approved by the court, it must be accepted in writing by a majority in
number of creditors whose claims have been allowed. This number must
also represent a majority in amount of such allowed claims. Further
more, the bankrupt must have deposited in a place designated by the
judge the consideration to be paid by the bankrupt to his creditors and
also funds necessary to pay in full all debts having priority, such as taxes
and costs of the proceedings. If the offer is so accepted, the composition
is then approved or confirmed by the judge, provided that he is satisfied
that
(1) It is for the best interest of the creditors;
(2) The bankrupt has not been guilty of any of the acts or failed to
perform any of the duties which would be a bar to his dis
charge; and
(3) The offer and its acceptance are in good faith.
Upon such confirmation, the court then directs the distribution of the
consideration, usually through the trustee or referee. The case is then
dismissed and the debtor discharged from all his debts except those, if
any, which he has agreed to pay his creditors under the terms of the
composition (as where, in addition to an actual payment, he has executed
his notes for further sums) and those debts or liabilities which are not
affected by discharge. If for any reason a composition is not accepted
or confirmed, the bankruptcy proceedings take the usual course.
300

Students' Department
FEDERAL INCOME TAX

Answer the following questions:

No. 14 (10 points) :
What is the basis for determining the gain or loss from a sale of
property acquired prior to March 1, 1913?
Answer:
Such basis is to be found in section 202 (b) of the 1921 revenue act,
which provides in substance that the amount to be applied against the
selling price, in determining the taxable profit or deductible loss, is that
one of the three values (cost, March 1, 1913, value, and selling price)
which falls, in amount, between the other two.
There are six possible cases:
March 1,1913,
Selling
Book profit Taxable gain or
Case
Cost
value
price
or loss* deductible loss*
1
$100
$120
$150
$50
$30
100
2
90
75
25
15*
100
3
90
150
50
50
100
4
120
75
25*
25*
5
100
120
110
10
100
95
5*
6
90
The above applies, of course, to sales subsequent to March 1, 1913,
of property acquired prior to that date.
Objection Sustained
Editor, Students’ Department:
Sir: With reference to your solution of problem 1, institute examina
tions, published in the February issue of The Journal of Accountancy,
I would like to call your attention to one point in this solution which
appears to me at variance with the exact wording of the problem.
The problem states that the direct labor per ton of product handled
is a specific amount per ton for departments A, B, C and D. In your
solution it is noted that you have assumed that the direct labor in
departments A and B is a certain amount per ton of ingredients handled.
Will you kindly give me the benefit of your comment on this point?
Very truly,
Navy Yard, Puget Sound, Washington.
H. A. Babcock.
There is only one appropriate comment, and it appears immediately
above the copy of your letter. There follows, also, a revised solution.
As there is a shrinkage of 25% in department B, only ¾ of a ton of
saltero will be obtained from a ton of ingredients. Hence 4/3 of a ton of
ingredients must be started in department A to produce one ton of saltero.
The ⅓ ton lost in department B will produce % of a ton of scrapto.
Statement of production cost
One ton of saltero
Ingredients:
N 20% of 4/3 of $100.00........................................... $26.67
O
30% of 4/3 of 50.00 ...........................................
20.00
P
50% of 4/3 of 30.00........................................... 20.00
Total ...................................
66.67
Add 10% for handling and storage.............................
6.67
Total cost of ingredients for one ton of product.......
$73.34
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Direct labor:
Dept. A
“
B
“
C
“ D

Mixing
.................................................
Furnaces
.................................................
Washing and drying ..................................
Grinding and packing .................................

$25.00
12.50
15.00
50.00

102.50

Factory expense:

Departmental:
Dept. A 75%
“ B 300%
“ C 100%
“ D 50%

of$25.00
of 12.50
of 15.00
of 50.00

.............................
.............................
.............................
.............................

$18.75
37.50
15.00
25.00

General:
50% of $102.50 ............................................................

96.25

51.25

147.50

Total .............................................................................
Less profit on 1/6 ton of scrapto—1/6 of $40.00 .........

323.34
6.67

Cost of one ton of saltero ..........................................

$316.67

Statement of profit per ton
Selling price ...................................................
Less cost .........................................................

$600.00
316.67

Gross profit .....................................................
Less selling expense .....................................

283.33
120.00

Net profit ........................................................

163.33

A request has been received for a solution of the following problem:
The following is a trial balance at December 31, 1921, taken from the
books of the Black & White Co.:
Debits
Credits
Land .................................................................... $ 25,000.00
125,000.00
Buildings ..............................................................
100,000.00
Machinery and equipment ..................................
5,000.00
Furniture and fixtures.........................................
$ 11,750.00
Depreciation reserve ..........................................
1,000.00
Imprest fund .......................................................
18,500.00
Union Trust Company .......................................
10,500.00
First National bank ...........................................
13,000.00
Customers’ notes receivable ..............................
50,000.00
Customers’ accounts receivable .........................
25,000.00
Fourth Liberty loan bonds ................................
200,000.00
Merchandise inventory—January 1, 1921 ........
2,000.00
Prepaid insurance................................................
100,000.00
Branch controlling account ................................
200,000.00
Bills payable .......................................................
62,500.00
Accounts payable ................................................
1,500.00
Accrued taxes .....................................................
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Accrued interest ..............................................
Chas. Adams .......................................................
William Black ....................................................
Thomas Clark .....................................................
George Dunn ......................................................
C. H. Evans .........................................................
Common capital stock.........................................
Profit-and-loss surplus .......................................
Dividends paid ....................................................
Merchandise purchased .......................................
Manufacturing expense .....................................
Taxes paid ...........................................................
Interest expenses ................................................
Payroll ................................................................
Salaries ................................................................
Office expense ......................................................
Discount allowed ................................................
Sales .....................................................................
Returned goods ...................................................
Discount earned ..................................................
Interest earned ....................................................

20,000.00
150,000.00
25,000.00
2,500.00
7,500.00
35,000.00
20,000.00
4,500.00
1,500.00
7,500.00

$948,500.00

1,250.00
16,000.00
18,000.00
20,000.00
14,000.00
22,000.00
200,000.00
80,000.00

299,500.00

1,500.00
500.00
$948,500.00

The following transactions occurred on December 31, 1921, but had
not been entered upon the company’s records at the time the foregoing trial
balance was taken.
The company was granted an increase in its capital as follows:
$200,000.00 7% cumulative first preferred stock, par value $100.00 a share;
$100,000.00 additional issue of common stock, par value $100.00 a share.
The board of directors authorized the sale of all of the preferred
stock at $95.00 a share, using the proceeds received on December 31st
to reduce the company’s bills payable and directing that the discount of
$5.00 a share be charged to profit-and-loss surplus account. It also
authorized the sale of the unissued common stock pro rata to the stock
holders of record at $100.00 par value a share.
The common stock holdings before the above transactions were as
follows:
Chas. Adams ...................................... 300 shares
William Black .................................... 410
Thomas Clark .................................... 508
"
George Dunn ...................................... 270
“
C. H. Evans....................................... 512
The common stockholders authorized charging to their personal
accounts the cost of the common stock purchased.
Draft journal entries covering the foregoing transactions.
The accounts making up the branch controlling account were as
follows:
Debits:
Cash on hand ................................................ $ 1,000.00
Cash on deposit.............................................
7,500.00
Customers’ notes receivable .......................
4,000.00
Customers’ accounts receivable ..................
18,500.00
Merchandise inventory..................................
78,500.00
Prepaid insurance ........................................
500.00
$110,000.00
Credits:
Accounts payable .................................. $ 1,250.00
Accrued taxes ..............................................
250.00
Reserve to reduce inventory to factory cost.
8,500.00
Home-office controlling account ................
100,000.00
$110,000.00
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The merchandise inventory at December 31, 1921, amounted to
$191,400.00.
The board of directors authorized charging to current year’s operations
depreciation at the rate of 2% on buildings, 5% on machinery and equip
ment and 7½% on furniture and fixtures on the value of these assets as
shown by the records at December 31, 1921, and also the provision of
$1,000.00 to cover possible losses from bad and doubtful customers’ notes
and accounts.
Draft the necessary journal entries covering the foregoing, also closing
entries for the year.
Prepare profit-and-loss statement, profit-and-loss surplus account and
balance-sheet as of December 31, 1921, after the consummation of all these
transactions.
Solution
Cash ..................................................................... $190,000.00
Profit-and-loss surplus .......................................
10,000.00
Capital stock—7% cumulative preferred ..
$200,000.00
To record the sale at 90 of the new authorized
issue of preferred stock.
190,000.00
Bills payable .......................................................
190,000.00
Cash ..............................................................
To record the payment of bills payable from
the proceeds of the preferred stock.
15,000.00
Chas. Adams .......................................................
20,500.00
William Black .....................................................
25,400.00
Thomas Clark .....................................................
13,500.00
George Dunn .......................................................
25,600.00
C. H. Evans ........................................................
100,000.00
Common capital stock ..................................
To record the sale of the additional common
stock to the old stockholders, pro rata with
their former holdings.
191,400.00
Merchandise inventory .......................................
191,400.00
Profit-and-loss .............................................
To set up the closing inventory.
2,500.00
Depreciation—buildings ......................................
375.00
Depreciation—furniture and fixtures ................
5,000.00
Depreciation—machinery and equipment .........
7,875.00
Depreciation reserve ....................................
To provide depreciation at the rates approved
by the directors.
1,000.00
Bad debts ............................................................
1,000.00
Reserve for doubtful notes and accounts ...
To provide for losses as directed.
While this is a manufacturing business, it is impossible to determine
the cost of goods manufactured, because the inventories are not divided
into materials, goods in process and finished goods. Hence a manufactur
ing account can not be set up, and the revenue account can not be properly
divided into manufacturing, selling and profit-and-loss.
Profit-and-loss ..................................................... $462,375.00
$200,000.00
Merchandise inventory—January 1 ............
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Merchandise purchases ...............................
150,000.00
Manufacturing expense ..............................
25,000.00
Taxes paid ....................................................
2,500.00
Interest expense ...........................................
7,500.00
Payroll ...........................................................
35,000.00
Salaries .........................................................
20,000.00
Office expense ..............................................
4,500.00
Discount allowed .........................................
1,500.00
Returned goods ............................................
7,500.00
Depreciation—buildings ..............................
2,500.00
Depreciation—machinery and equipment ..
5,000.00
Depreciation—furniture and fixtures.........
375.00
Bad debts ......................................................
1,000.00
To charge profit-and-loss with the year’s costs and expenses.
Sales ...................................................................... 299,500.00
Discount earned ..................................................
1,500.00
Interest earned ....................................................
500.00
Profit-and-loss ..............................................
301,500.00
To close the income accounts.
Profit-and-loss .....................................................
30,525.00
Surplus .........................................................
30,525.00
To close the net profit to surplus.
It must be noted that this profit does not include the profit from the
branch which apparently has been credited directly to surplus. The branch
profit must have been taken up, because the controlling account on the
home-office books agrees with the controlling account on the branch books.
The Black and White Company
PROFIT-AND-LOSS STATEMENT

For the year ended December 31, 1921
Gross sales ...........................................................
Less returned sales..............................................

Net sales..............................................................
Deduct cost of goods sold:
Merchandise inventory—January 1,1921 ....
Merchandise purchases ...............................
Manufacturing expense ...............................
Taxes paid ....................................................
Payroll ..........................................................
Depreciation—buildings ........
Depreciation—machinery andequipment ...

292,000.00
$200,000.00
150,000.00
25,000.00
2,500.00
35,000.00
2,500.00
5,000.00

Total ..........
420,000.00
Deduct merchandise inventory—Dec. 31, 1921 191,400.00

Gross profit on sales ...............................................
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Deduct operating expenses :
Salaries .........................................................
Office expense................................................
Depreciation—furniture and fixtures .........
Provision for bad debts ..............................

20,000.00
4,500.00
375.00
1,000.00

25,875.00

Net profit on operations ......................................

37,525.00

Deduct net financial expense :
Interest expense ....................................
7,500.00
Discount allowed...........................................
1,500.00

Total .....................................................
Discount earned ................. $ 1,500.00
Interest earned ...................
500.00

9,000.00

2,000.00

Net profit for the year (not including branch
profit) ....................................................

7,000.00
30,525.00

The Black and White Company
STATEMENT OF SURPLUS ACCOUNT

For the year ended December 31, 1921
Balance—January 1, 1921, plus branch profits
for year .................................................
$ 80,000.00
Deduct: Dividends paid during 1921 ................ $ 20,000.00
Discount on preferred stock .....................
10,000.00
30,000.00

Balance December 31, 1921, before taking up
profits .....................................................
Add profits for 1921 ...........................................

50,000.00
30,525.00

Balance—December 31, 1921 ..............................

$ 80,525.00

The Black and White Company
31, 1921

BALANCE-SHEET, DECEMBER

Fixed assets:
Land ............................................
$ 25,000.00
Buildings .................................... $125,000.00
Machinery and equipment .........
100,000.00
Furniture and fixtures ...............
5,000.00
Less reserve for depreciation
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Stockholders' personal accounts:
William Black ................................................
Thomas Clark ..................................................
C. H. Evans .....................................................

2,500.00
5,400.00
3,600.00

Permanent investments:
Fourth Liberty loan bonds .....................

Current assets:
Merchandise inventories ..........................
Customers’ notes re
ceivable .... $ 17,000.00
Customers’ accounts
receivable .
68,500.00
85,500.00

11,500.00

25,000.00

261,400.00

Less reserve for doubtful
1,000.00
notes and accounts.

Cash in bank ....................................................
Cash on hand ...................................................

84,500.00

36,500.00
2,000.00

384,400.00

Deferred charges:
Prepaid insurance ................................................................

2,500.00
$658,775.00

Current liabilities:
Bills payable ....................................................
Accounts payable .............................................
Accrued taxes ..................................................
Accrued interest ..............................................

$ 10,000.00
63,750.00
1,750.00
1,250.00

Stockholders' personal accounts:
Chas. Adams ....................................................
George Dunn ....................................................

1,000.00
500.00

$76,750.00

1,500.00

Capital:
Capital stock:
7% cumulative preferred ...
Common ..............................

$200,000.00
300,000.00

500,000.00

Surplus .............................................................

80,525.00

580,525.00
$658,775.00
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